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INDEPENDENT AUDITOR’S REPORT

Board of Education
Millard County School District

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund infarmation of Millard County School District (District} as of and for
the year ended June 30, 2008, which collectively comprise the District’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the District’s
management. Our respensibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States, Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the arnounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Millard County School District as of June 30, 2008, and the respective changes in
financial position thereof for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

[n accordance with Government Auditing Standards, we have also issued our report dated November 6,
2008, on our consideration of the District’s imemal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, and other
matters. The purpose of that report 1s to describe the scope of our testing of internal control over financial
reporting on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary information as listed in the table of contents,
are not a required part of the basic financial statements but are supplementary information required by the
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
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measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it,

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements, The budget schedules, combining and individval fund
financial statements are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining and individual fund financial statements have been subjected
1o the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

MTEWAR&, CPA’Sc

November 6, 2008



Management’s Discussion and Analysis

This section of Millard School District’s (District) financial report presents management’s discussion and
analysis of the District’s financial performance during the year ending June 30, 2008,

Overview of the Financial Statements

This discussion and analysis 1s intended to serve as an introduction to the District’s basic financial
statements. The Dastrict’s basic financial statements comprise three components: 1) governmaent-wide
financial statements, 2) fund financizal statements, and 3} notes to the financial statements, This report also
coentains other supplementary information in addition to the basic financial statements themsclves.

Government-Wide Financial Statements

The government-wide financial starements are designed to provide readers with a broad overview of the
District’s finances, in a manner similar to a private-sector business.

The statement of nef assets presents information on all of the assets and lhabilities of the District, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a usefu! indicator of whether the financial position of the District is improving or deteriorating.

The statement of activities presents information showing how the net assets of the District changed during
the fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows, Thus, revenues and expenditures are reported
in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes and camed but unused vacation leave).

The government-wide financial statements can be found on pages & through 13 of this report.

Fund financial statements. A find is a group of related accounts that 1s used o maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, uses fund accounting 1o ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the District can be divided into two categories, governmental fimds and
fiduciary funds,

Governmental funds are used to account for essentiafly the same functions reported as governmental
activities in the govemmeni-wide financial statements, However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources availuble at the end of the Nscal year, Such
information may be useful in evaluating the District’s near-term financing requirements.

Because the focus of governmental funds is narcower than that of the government-wide tinancial
statements, it is useful to compare the information presented for govermmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
s0, readers may better understand the long-term impact of the government’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditurces,
and changes in fund balances provide a reconciliation to facilitate this comparison between govermmental
Sunds and governmental gerivities.

The District maintains seven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances {or the genera! find, capital projects fund, debi service fund. and charter school
Jund, all of which are considered to be major funds. Data from the other three governmenial funds are
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds 1s provided in the form of combining statements elsewhere in this report.



The District adopts an annual apprepriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demenstrate complhiance with this budget.

The basic governmental fund statements can be found on pages & to 14 of this report.
Fiduciary funds are used to account for resources held for the benefit of parties outside the governmental
eatity. Fiduciary funds are not reflected in the government-wide financial statement because the District

cannot use these funds to finance its operations.

The District uses a fiduciary fund to account for resources held for other groups. The basic fiduciary fund
financial statement can be found on page 14 of this report.

Notes to the financial statements. The notes to the financial statements provide additional information

that is essential for a full understanding of the data provided in the government-wide and fund financial
statements. The notes can be found on pages 15 to 27 of this report.

Other information. The combining statements referred to earlier in connection with nenmajor
governmental funds are presented immediately following the notes to the financial statements. Combining
statements and schedules can be found on pages 28 to 29 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
I the case of the District, assets exceeded liabilities by $30,400,479 at June 30, 2008,

MILLARD SCHOOL DISTRICT'S Net Assets

Govemmental
Activities
2008 2007
Current and other assets $ 18318928 § 17,256,134
Capital assets 25,403,141 26,635,167
Total assets S 43,732,068 § 43,891,301
Curent and other liabilities  $ 12,203,965 % 13,359,446
Noncurrent liabilities 1,117,625 2,211,948
13.321,590 15,571,394
Net Assets:
Invested in capital assels
net of related debt 25,403,141 26,635,167
Restricted 5,132,054 3,475,995
Unrestricted (134.716) (1,698,264}
$ 36,400,479 S 28,319,907

The largest portion of the District's net assets (53%) reflects its investment in capital assets less any related
outstanding debt used to acquire those assets. The District uses these capital assets to provide services to
students and consequently, thesc assets are #or available for future spending. Although the District’s
investment in its capital assets is reported net of related debt, it shouid be noted that the resources needed to



repay this debt must be provided fron other sources since the capital assets themselves cannot be used to
liquidate these liabilities.

A portion of the District's net assets represent resources that are subject to external restrictions on how they
may be used. The remainder of net assets may be used to meet the District’s ongoing obligaticns to
students, employees, and creditors. However, the unrestricted net asset amount has been earmarked for the
following purposes:

»  Designation for Undistnibuted Reserve

As allowed by law, the District has established an wndistributed reserve of $200,000 of general fund
budgeted revenues within the general fund which is set aside for contingencies or possible reductions
in state funding and not to be used in negotiation or scttlement of contract salaries and $300,000 is set
aside for employce benefit obligations. The maintenance of a sufficient reserve 15 a key credit
consideration in the District’s bond ruting of Aaa (Underlymg Rating: Baal) given by Moody’s
Investor Service.

»  Post Employment Healthcare Benefit Obligation

The District provides healtheare benefits for eligible retired employees. This benefit is recorded as an
expenditure as healthcare premiums are paid. Certain employees who elect to retire early under the
District’s carly retirement program receive healthcare benefits up to five years. The District estimates
its healthcare ebligation for early retirees 15 $933,380 as of June 30, 2008,

As of June 30, 2008, the District is able to report positive balances in two categories of et assets, both for
the District as a whole and for its separate governmental activities. The same situation held true for the

prior fiscal period.

The District’s net assets increassed by $2,080,572 during the current year. The following discussion and
analysis on governimental activities focuses on this increase:

MILLARD SCHOOL DESTRICT'S Changes in Net Assets

Governmental
Activities
2008 2007
Revenues:
Program revenues:
Charges for services % 643,633 $ 647,088
Operating grants and contributions 7.589,433 7,073,508
Capital grants and contributions - -
General Revenues;
Property taxes 11,009,990 11,113,854
Federal and state aid not restricted
te specific purposes 9,447,693 7.854.333
Earnings on investnients 350,640 380,973
Miscellaneous 2,774 492 497,174
Tatal revenues 31,815,881 27.566,930
Expenses:
Instruction 20,673,759 18,470,868

Support scrvices:



Students 457,805 471,003

Instructional stafT 460,307 487,616
District administration 390,588 391,285
School administration 1,742,270 1,660,291
Business 317,376 333,762
Operation & maintenance of plant 2,524,605 2,436,678
Transportation 1,708,118 1,685,029

Central 9.813 -
School lunch services 1,495,132 1,404,392
Interest on long term liabilities (26,964) 35,259
Total expenses 29735309 27,376,183
Changes in net assets 2,080,572 190,747
Net assets, beginning 28,319,907 28,129,160
Net assets, ending 5 30,400,479 $ 28,319,907

Financial Analysis of the District’s Funds

As noted carlier, the District uses fund accounting to ensure and demenstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the District’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. The unreserved fund balance is divided between designated balances
and undesignated balances. The District has designated portions ol the unreserved fund balance to earmark
resources for certain government-wide habilitics that are not recognized in the governmental funds.
Undesignated balances in the general fund are required by state law to be appropriated in the following
year's budget. Fund balances of capital projects and other governmental funds are restricted by state law to
be spent for the purpose of the fund and are not available for spending at the District’s discretion.

The general fund is the chief operating fund of the District. At June 30, 2008, unreserved and
undesignated fund balance was $301,764 while the total fund balance was $803.497. The unreserved and
undesignated fund balance increased by $138,062 as did the total fund balance during the fiscal year.
Annual expenditures in the general fund were 3306,577 less than the final budgeted amounts.

The capital projects furnnd has a total fund balance of 83,313,317 all of which is restricted for acquisition of
capital assets and related expenditures. The fund balance increased by $1,185,935.

The debt service fund has a total fund balance of $686,214, all of which is reserve for the payment of debt
service on peneral obligation bonds. The fund balance increased by $6.591 during the fiscal year.

The charter school fund has a total fund balance of $1,444. The balance is unreserved and undesignated.
The fund balance decreased by $45 during the fiscal year.

The non K-12 programs special revenue fund has a 1otal fund balance of $9.994. This balance is within
the total allowed by state guidelines and is restricted to non-kindergarten through twellth grade programs.

The school lunch special revenue fund has a (otal fund balance of $138,961. This balance is within the
total allowed by state guidelines and 15 restricted to food service programs.

The student activity special revenue fund has a total fund balance of $46%,616. This balance 15 within the
total allowed by state guidelines and is restricted to food service programs.



Capital Asset and Debt Administration

Capital Assets. The capital projects fund is used to account for the costs incurred in acquiring and
improving sites, constructing and remodeling facilities, and procuring equipment necessary for providing
educatienal programs for all students within the Districi.

MILLARD SCHOOL DISTRICT'S Capital Asscts
(net of accumulated depreciation)

2008 2007
Land 5 1,077,692 % 1,077,692
Water Stock $ 54814 % 54,814
Buildings 22,356,921 23,555,726
Furniture and Equipment 1,913,714 1,946,935
5 25,403,141 % 26,635,167

Debt Administration
The general obligation bonded debt of the District is limited by state law to 4% of the fair market value of

the total taxable property in the District. The legal debt limit at June 30, 2008 was $71,08%8,567 while the
general obligation debt at that date was $0, resulting in a legal debt margin of $71,088,567.

MILLARD SCHOOL DISTRICT'S Qutstanding Debt

2008 2007

General obligation bonds $ - S -

Requesis for Information

This financial report is designed to provide a general overview of Millard School District’s finances and to
demenstrate the District’s accountability for the funds it receives. [f you have any questions concerning
this report or need additional financial information, please contact the Office of the Business Administrator,
Millard School District, 285 East 450 North, Delta, Utah 84624, Phone #435-864-1000.
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MILLARD SCHOOL DISTRICT
Statement of Net Assets
June 30, 2008

Assets:

Cash and investments

Receivables:
Property taxes
Other governments
Other

Inventories

Prepaid expenditures

Bond 1ssuance costs, net

Capital assets:
Land, construction in progress, and water stock
Other capital assets, net of accumulated depreciation

Total assets

Liabilities:

Accounts payable

Accrued interest

Accrued salaries

Deferred revenue:
Property taxes
Other governments
Local sources

Noncurrent liabibities:
Due within one year
Due in more than one year

Total liabilities

Net Assets:
Invested in capital assets, net of related debt
Restricted for:
School lunch
Non K-12 programs
Student activity
Charter Schoot
Foundation
Debt service
Capital projects
Unrestricted

Total net assets

The notes to the financial statements are an integral part of this statement.

Governmental
Activities

5 T7.226,744

140,133,097
549.269
262831
146,987

1,132,506
24,270,635

43,722,069

2020278
4,828
(27)

10,047912
124,974

385,156
732,469

25403141

138,961
9,994
468,616
1.444
517,745
686,805
3.308.489

(134.716)
S 30,400,479
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MILLARD SCHOOIL. MSTRICT

Balance Sheet
Governmental Funds
June 30, 2008

Assels:

Cash and investments

Receivables:
Property taxes
Other governments
ther receivables

Prepaid expenditures

Inventory

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Accrued salanes
Deferred revenue:
Property taxes
Other governments
Local sources

Total liabilitics

Fund Balances:
Reserved for:
Encumbrances
Commitments
[ebt service
Unreserved:

Designated for:
Undistributed reserve
Employee benefit oblipations
Schools

Undesignated, reported in:
General fund
Capital projects tund
Charter school fund
Special revenue funds

Total fund balances

Total liabitines and fund
balances

Major Funds Other Tatal
Debt Capital Charter Covernmental Governmental
General Service Projects Schoul Funds Funds

2040302 b ARGROS S 338583 b 33830 S L079,968 $ 722674
4837401 - 4.861.098 - 434,398 bOLL33.097
444,770 - . 55 104,444 549,269
262831 - - - - 262,831

- - - - 146,987 146,987

S5 7585304 5 686,805 S 8246937 5 33,883 5 1,765,997 5 18318928
S LAIR363 5 5 28216 $ 3241 S 147254 § 2426278
(27} - - - - £27)

4,881,873 - 4,905 404 - 438,047 11225324
79,598 - - - 45376 124974
6,779,807 - 4,933,620 32,441 630,681 12,376,549
3,733 - 6,843 - - 10,576

- - 1,000,000 - (RN LRV (TS

- 636,805 - - - GE6,803

200,000 - - - - i 004
300,000 - - - - 3000

- - - - 483,752 483,752

300,764 - - - 30,744

- - 2300474 - - 230474

- . . 1,444 . [ 444

- - - 651,564 651,504

805497 686,805 3313317 1,434 1,135,316 3,942,379

$  7.585304 5 686,805 5 8,246,937 $ 33,885 b 1,765,997 S 183184528

The notes to the financial statements are an integral part of this statement,

1)



MILLARD SCHOOL DISTRICT
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2008

Totat fund balances for governmental funds § 55423379
Total net assets reported for governmental activities in the statement of net assets is different because:

Capital assets used in governmental funds are not financial resources and therefore are not reported in
the funds. Those assets consist of:

Land § 1,077,692
Water stock 54,814
Buildings and improvements, net of $22,720,543 accumulated depreciation 22.356,921
Furniture and equipment, net ef $3,249,212 accurmnulated depreciation 1,913,714 25,403,141

Some of the District's property taxes will be collected afier year-end, but are not available soon
enough to pay for the current period's expenditures, and therefore are reported as deferred revenue in
the funds. 177.412

Interest on long-term debr is not accrued in governmental funds, but rather is recognized as an
expenditure when due. Accrued interest for general obligation bonds is $0 and accrued interest for
obligations under capital leases is $4,828. (4.828)

Bond 1ssuance costs are reported as expenditures in the governmenta! funds. The cost is $128,158
and accumulated amortization is $128,158. -

Leng-term liabilities that pertain to governmental funds, including bonds payable, are not due and
payable in the current period and therefore are not reported as fund liabilitnes. All liabilities - both
current and long-term - are reported in the siatement of net yssets. Balances at year-end are:

Bonds payable -

Unamertized premiums -

Obligations under capital leases (1,048,500

Accrued vacation payable (3,678)

Early retirement payable {63,447) {1,117,625)
Total net assets of governmental activities £ 30,400,479

The notes to the financial statements are an integral part of this statement.

11



MILLARD SCHOOL DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2008

Major Funds Cher Total
Debe Capital Charter Governmental Guvernmental
Greneral Service Projects School Funds Funds
Revenues:
Property wxes 5 52RL0BD % - 5 5345039 b - $ 463,767 § 1LUREYEG
Earnings on invesinents 155 328 2534 146,041 485 23445 3566301
Schoal lunch sales - - - - 454,950 434,550}
Other local saurces TAR34 - - 251 1,776,991 2.835,550
State uid 13,988,562 - 30,000 235937 451,230 14,700,729
Federal aid | 374,905 - - 10,507 944 923 2. 330,397
Totul revenues 21330189 1334] 3,311 180 247,240 J4 15,508 31,48, 358
Expendifures:
{urrent:
Instructional services I5.263 808 - - A0 2,3522HY ENTLS. 2N
Supparting services:
Students 457 815 - - - - 457,803
Instructional statt 460,507 - - - - 00,307
Mstrict administration 300,588 - - - - EDIRS T
School admimistration 1,590,079 - - 49.653 - | 645,732
Husingss 213,745 - - - - 213,745
Operation and mainienance
of facilites 209604 - - 13,301 - RN V]
Transpanation 1425131 - - - - 1423131
Central 9513 - - - - LR
Lease payment - - - - - -
Schoal dunch services - - - - 1465123 1461123
Capital vutlay - - 3,306,702 - - 3206702
Debt service:
Principal retirement - 18,750 - - - 18,7500
Refunding bond issuanee cosis B - - - B .
Tnterest and Hscal charges - - - - - -
Total expenditures 22,324,970 18,750 336,702 66 895 4,003,412 035,720
Grucss {deficiency) ol revenues
over (under) expenditures (TR 4,501 224478 {H19.655) ] 896 |, 4325209

Other financing sources (uses);
Transkers G08. 843 - (102K, 543} 11,7 427619 12761y
Proceeds from hank foan . .
Refunding bond proceeds - - - - -

Payments 1w reflundmg bond
Payments ta refunding bond escrow agent - - - - -
Progeeds Trom capitil leases - - - . - .

Totad other financing sources

(U5es) QIR R43 - {1.125.543) 114,700} F27.010 427.419

Net change in fupd halances 138,062 0,591 [AEEREN 45 329513 1860, 148
Fund balances - beginning bo7 435 Gt 214 2,827 382 1,394 G5 i 44082231
Fund balances - ending S 8053497 5 GRO,B0A 5 1313317 1y |.444 S [ 135316 S 5042374

The notes ta the financial statements are an integral puct ot this statement.



MILLARD SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Government Funds to the Statement of Activities
Year Ended June 30, 2008

Net change in fund balances-total gevernmental funds S LAl 148
Amounts reported for povermunental activities in the statement of aethy ities are ditterent because:

Governmental tunds report capital outlays as expenditures. However, i the statainent ol activities, assets with un
initial. individual cost ot more than S50 tor [urniture and cquipment and $100,000 tor buildings and improvements
are capitalized and the cast is ullocated over their estimated uselul lives snd reported as depreciation expense. This is

the amount by which capital vutlays exceeded depreciution in the current period.

Capital outlays S 370625
Cain on disposal of capilal assets {4,537)
Proceeds fram sales of capital assets

Deprecistion uxponse (1.598.114) {1,232.0026)

Some capital asset additions are (nanced through capital keases. In governmental funds, & capita] lease arrangement is
considered s source of financing. but in the statement of net assets, (e lease obligation is reported as u hability.
Repuyment of capital lease principal is an expenditure in the governmental tunds, but repsyment reduces the lease
abligation in the slalementt of nel assets.

Other fmancing souree - capital leases -
Interest expense - capitul leases -
Principal payments of capital lesses 1,434.730) 1,424,730

The governmenta] funds report botnd procecds as financing sources, while repayment ul bond principal i reported as an
expendisure. In the staternent o net assets, however, fssuing debt inereases Tong-term lisbilities and dows not s1leet the
statement of activities und repayment of principal reduces the lability. Also, governmental funds report the elfect uf
lsstmnue costs and prammitams when Jebtis st issued, whereas these amounts are deterred and smortized in the
stutement obactivities. Interest is recognized as an expenditure in the governmental tunds when it &= due. [n the
staternent of activities, however, interest expense is recognized as it acerues, regardless of when it is duc. The net
ettect of these ditterences in the treatment of general obligation bonds and related items is as follows;

General obligation bund proceeds -

Payment to refunded bond eserow agent -

Bond premium -

Bond issuance costs -

Repayment of band principal -

Imlerest expense - capilal leases 26964

Interest expense - generul obligation bonds -

Amontization of bond issuance costs -

Amortization of bond premium - 26,964

Property 1ax revenues received prior ti the year (or which they are being levied are reported ax deferred revenue in the
povernmental tunds. They are, however, recorded as revenues in the stitement of activities. Deferred propery tax
revenues decrensed thix year. {79.996)

In the statemeni of setivities, cortain operating expenses - compensated absences (vaeations), specisl tmination
benelits (carly retirement) and cluims (arbitrage rebates) - are meusured by the amounts eamed during the yesr. In the
governmental funds, however, expenditures tor these items are measured by the amount of financial resources used

{essentially. the amounts actually paid). During this vear. scerued vavation decreased by £274 and early retirement

paysble decreased by $130.562. 732
Change in net assets of governmental activities 50 280372

The notes to the finuncial statetents are an ntegral part ol this statement.
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MILLARD SCHOOL DISTRICT
Statement of Fiduciary Net Assets
Agency Fund
June 30, 2008

Student
Activities
Fund
Assets:
Cush and investments $ 56,472
Liabilities
Due to student groups 8 36,472

The notes to the financial statements are an integral part ol this statement.
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MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Millard County School District have been prepared in conformity with
accounting principals generally accepted in the United States of America (GAAP} as applied to local
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principals.

s  Reporting Entity - The Board of Education, comprised of five elected individuals, is the primary
governing authority for the District. As required by GAAP, these financial statements present the District.
The District is not a component unit of any other primary government.

Government-wide and fund financial statements — The government-wide financial statements (i.c., the
statement of net assets and the statement of changes in net assets) display information about the primary
government (the District). These statements include the financial activities of the overall government, except
for fiduciary activities. Eliminations have been made to minimize the double-counting of internal activitics.

The statement of activitics presents a comparison between direct expenses and program revenues for each
function of the District’s govermmental activitics, Direct expenses are those that are specifically associated with
a function and, therefore, are clearly identifiable to a particular tunction. Depreciation expense for capital
assets that can specifically be identified with a function are included in its direct expenses. Depreciation
expense for “shared” capital assets (for example, a school building is used primarily for instructional, school
administration, operation and maintenance of facilities, and school funch services) are ratably included in the
direct expenses of the appropriate functions. Indirect expense allocations that have been made in the funds have
been reversed for the statement of activities. Interest on general long-term liabilities is considered an indirect
expense and is reported in the statement of activities as a scparate line.

Program revenues include 1) fees and charges paid by students and other recipients of goods or services, offered
by a given function, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Revenues that are not classified as program revenues, including property
taxes, are presented as general revenues,

The fund financial statements provide information about the District’s funds, including its fiduciary funds and
blended component unit. Separate statements for each fund category (governmental, proprietary, and fiduciary)
are presented. The emphasis of fund financial statements is on major governmental funds, each displayed in a
separate celumn. All remaining governmental funds are aggregated and reported as nonmajor funds.

The District reports the following major governmental fund:

o The general fiund is the District’s primary operating fund. [t accounts for all financial resources of the
District, except those required to be accounted for in another fund.

e The debt service fund accounts for resources accumulated and payments made for principal and interest on
general obligation school building bonds.

e The capital projects fund sccounts for resources accumulated and payments made for the acquisition and
improvement of sites, construction and remodel of facilities, and procurement of equipment necessary for

providing educational programs for all students within the District.

e The CBA center fund accounts for financing of the Utah Charter School.
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MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

The District reports the following nonmajor special revenue funds that receive revenues which are restricted to
expenditures for specified purposes:

The school foed services fund accoumts for preparation and service of school funches and break(usts.
The ron K-12 fund accounts tor preschool, adult education, recreation and other non K-12 programs.
The student activity fund accounts for fees and revenues associated with student activities at the scheol
level.

Measurement focus, basis of accounting, and financial statement presentation — The govermmeni-wide and
fiduciary fund financial statements arc reported using the cconomie resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of when the related cash flows take place. Non-exchange transactions, in which the District
receives value without dircetly giving equal value in exchange, include property taxes, grants, and donations.
On an accrual basis, revenue from property taxes is recognized in the fiscal vear for which taxes are levied.
Revenue from grants and donations is recognized in the fiscal vear in which all eligibility requirements have
been satisfied.

Governmental fund financial statements are reported using the current financial resources measurenment focus
and the moditied accrual basis of accounting. Under this method, revenues are recegnized when measurable
and available. The District considers all revenues reported in the governmental funds to be available if the
revenues are collected within sixty days after year-end. Property taxes and interest are considered to be
susceptible to accrual. All other revenue items are censidered to be measurable and available only when the
District receives cash. Expenditures gencrally are recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments, early retirement and post-
employmeni healthcare benefils, and compensated absences, which are recognized as expenditures to the extent
they have matured. General capital asset acquisitions are reported as expenditures in govermmental funds.
Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a cenbination of specific cost-
reimbursement grants, categorical block grants, and general revenues. Thus, when program cxpenses are
incurred, there are both restricted and unrestricted net assets available to finance the program, It is the District’s
policy to first apply cost-reimbursement grant resources to such pregrams, followed by categorical block grants,
and then by general revenues.

Budgetary Data — Budgets arc presented on the modified accrual basis of accounting for all governmental
funds except the Millard County Foundation for Excelience special revenue fund. Budgets are not adopted on a
District level for the student activities ageney fund, All annual appropriations lapse at fiscal year-end with the
exception of those indicated as a fund balance reserve, The following procedures are used in establishing the
budgetary data reflected in the financial statements,

s  During June of each vear, the District superintendent submits to the Board a proposed operating budget for
the next fiscal year commencing fuly 1. This budget includes proposed expenditures and the means of

financing them. Included also is a final budget for the current year ending June 30",

¢ Copies of the proposed budget are made available for public inspection and review by the District’s
patrons.

[f the District dogs not exceed the certified tax rate, a public hearing is held prior to June 22nd at which the
budget is legally adopted by resolution of the Board after obtaining taxpayer input. [f the District exceeds
the certified tax rate, the budget is adopted in August when data is available to set the tax rates.
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MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

o Once adopted, the budget can be amended by subsequent Board action. The Board, upon recommendation
of the superintendent can approve reductions i appropriations, but increases in appropriations by fund
require a public hearing prior to amending the budget. In accordance with Utah state law, interim
adjustments may be made by administrative transfer of money from one appropriation to another within
any given fund.

s Certain interim adjustments in estimated revenue and expenditures during the year ended June 30, 2008,
have been included in the final budget approved by the Board, as presented in the financial statements.

s  Expenditures may not legally exceed budgeted appropriations at the fund level.

Encumbrance accounting is emplayed in the governmental funds and the internal service fund. Encumbrances
(e.g., purchase orders and contracts) outstanding at year end are reported as reservations of fund balances and
do not censtitute expenditures or liabilities because the commitments will be reappropriated and honored during
the subsequent year.

Negative variances in total revenues and the positive variznces in total expenditures are largely a result of
tederal and state program revenues and related expenditures that do not have a direct impact on the
undesignated fund balance. Budgets generally assume the expenditure of all available resources. Therefore,
when the budget is prepared, it is assumed these funds will not have a carryover of revenue to a subsequent
year. Program revenue received but not spent is restricted and deferred to the subsequent fiscal year. Asa
result, overall fund revenue variances will be negative, and overall fund expenditure variances will be positive.

Deposits and Investments — The cash balances of substantially all funds are pooled and invested by the Distnct
for the purpose of increasing eamings through investment activities and providing efficient management ol
temporary investments. The pool’s investments are reported at fair value at year-end. Changes in the fair valuc
of investments are recorded as invesiment carnings. Earnings on pooled funds are apportioned and paid or
credited to the funds based on the average balance of each participating fund.

Cash and Cash Equivalents - The District considers cash and cash equivalents in proprietary funds to be cash
on hand, demand deposits, and shart-term investments with original maturities of three menths or less from the
date of acquisition, including investments in the Public Treasurers’ Investment Pool (PTIF).

Receivables and Payables — Activity between funds that are representative of lending/botrowing arrangements
outstanding at year-end are referred to as either “due to/from other funds™ (i.e., current portion of mterfund
loans) or “advances from/to ether funds™ (i.e., the noncurrent portion of interfund loans).

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve
account in applicable governmental funds 1o indicate that they are net available for appropriation and arc not
expendable available resource.

Inventories — Inventories are valued at cost or, if donated, at fair value when received, using the moving
average method. The consumptien method of accounting is applied to the inventories of all funds.

Tnventories of donated United States Department of Agriculture (USDA) commaodities on hand at year-end are
reported on the balance sheet at fair market value on the date received as inventory. Commodities used during
the year are reported as revenue and expenditure on the operating statement.



MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Capital Assets — Capital assets, which include land, water stock, buildings and improvements, and furniture
and equipment, are reported in the government-wide financial statements. The District defines capital assets as
assets with an initial, individual cost of more than $3,000 for land, furniture and equipment and $100,000 for
buildings and improvements and an estimated useful life in excess of two years. Purchased or constructed
capital assets are reported at cost or estimated historical cost. Donated capital assets arc recorded at estimated
fair value at the date of donation. The cost of normal maintenance and repairs that do not add to the value of the
asset or materially extended asset lives are not capitalized.

Major outlays for capital assets and improvements arc capitalized as projects are constructed. Interest incurred
during construction 1s not capitalized.

Buildings and improvements and furniture and equipment of the District are depreciated using the straight-line
method over the following estimated useful lives;

Assets Years
Buildings 50
Building [mprovements 15
Fumiture 10
Portable Classrooms 20
Machimery and Equipment 10
Buses 10
Lunch Equipment i2
Musical Instruments 1
Licensed Vehicles H
Computers 5
Audio Video Equipment 7

Compensated Absences ~ Under terms of association agreements, twelve-month or full-year employees cam
vacation and sick leave in amounts varying with tenure and classification. In the event of termination or death,
an employee is reimbursed for accumulated vacation days to a maximum of 20 days. No reimbursement or
accrual is made for unused sick leave.

All vacation pay plus related payroll taxes are accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in the governmental funds if they have matured, for
example, as a result of employee resignations and retirements.

Long-term Obligations — In the government-wide financial statements and internal service fund financial
statements, long-term debt and other long-term obligations arc reported as liabilities in the applicable statement
of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life
of the bonds using the straight-line method, which approximates the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. [ssuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.



MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for usc for a restricted
purpose. Designations of fund balance represent tentative plans for future use of financial resources that are
subject to change.

Comparative Data and Reclassifications — Comparative data for the prior year has been presented in certain
sections of the accompanying financial statements in order to provide an understanding of changes in the
District’s financial position and operations, Also, certain amounts presented in the prior year data have been
reclassified in order to be consistent with current year's presentation.

DEPOSITS AND INVESTMENTS

Deposit and investments are carried at fair value. A reconciliation of cash and investments at June 30, 2008, as
shown on the financial stalements s as follows:

Carrying amount of deposits $ 1,450,179
Carrying amount of investments 5,833,037
Total cash and invesiments $7,283.216
Governmental funds cash and investments 87,226,744
Fiduciary fund cash and investments 56,472
Total cash and investments $7,283.216

The District complies with the State Money Management Act (Utah Code Scction 51, Chapter 7) {Acl) and
related Rules of the Money Management Council (Coumeil) in handling its depository and investing
transactions. District funds are deposited in qualificd depositories as defined by the Act. The Act also
authorizes the District to invest in the Utah Public Treasurers’ Investment Fund {PTIF), certificates of deposit,
1S Treasurycbligations, US agency issues, high-grade commercial paper, banker’s acceptances, repurchasc
agreements, corporale bonds, money market mutual funds, and obligations of governmental entities within the
State of Utah.

The PTIF is authorized and makes investmenis in accordance with the Act. The Council provides regulatory
oversight for the PTIF. Participant accounts with the PTIF are not insured or otherwise guaranteed by the State
of Utah. Participants in the PTIF share proportionally in the income, costs, gains and losses from investment
activities. The degree of risk of the PTIF depends upon the underlying portfolio,

The Act and Council rules govern the financial reporting requirements of qualified depositories in which public
funds may be deposited and prescribe the conditions under which the designation of a depository shall remain in
effect. If a qualified depository should become ineligible to hold public funds, public treasurers are notified
immediatcly. The District considers the actions of the Council to be necessary and sufficient for adequate
protection of its uninsured bank depasits.

Rules of the Council allow Millard School District Foundation to invest private grants, contributions, and
endowments in any deposit or investment authorized by the Act and certain investment funds, equity securitics,
fixed-income securities. and investment strategies with institutions that meet certain restrictions.

All of the District’s investments are with the PTIF. The Foundation has deposits separate from the District and
invests some private funds through a broker.



MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
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Deposits - At June 30, 2008, the District and the Foundation have the following depesits with financial
institutions:

Carrying Bank Amouni
Amount Balance Insured
Millard School District $ 107407 $2,692,550 $200,000
Millard school District Foundation 464,015 483.699 100,000
Total Deposits 571,422 $ 3,176,249 $300,000
. Custodial credit risk — Custodial credit risk for deposits is the risk that, in the event of a bank failurc, a

government’s deposits may not be returned to it. The District does not have a formal deposit policy for
custodial credit risk. At June 30, 2008, the uninsured amount of the District’s and Foundation's bank
deposits was uncollateralized.

Investments - At June 30, 2008, the District and the Foundation have the following investments summarized
by investment type and maturitics:

Investment Maturities (in Years)

Fair Less Meore
Investment Type Value Than 1 5-Jan 1-May Than 10
Millard School District:
Utah Public Treasurer's
Investment Fund {PTIF) $5808,484 S580%484 § - % - 8 -
Millard Schoel District Foundation,
COmIpenent unit:
Equity security 24,553 24,553 - - -
Total investments $5833,037 $5833,037 3 - 3 - 3§ -
) [nterest Rate Risk — [nterest rate risk is the risk that changes in interest rates will adversely affect the

fair value of an investment. The District manages its exposure to interest rate risk by complying with
the Act, which requires that the remaining term to maturity of investments to not exceed the period of
availability of the funds invested. Except for endowments, the Act further limits the remaining term to
maturity on all investments in commercial paper and bankers' acceptances to 270 days or less and
fixed-income securities to 365 days or less. In addition, variable-rate securities may not have a
remaining term te final maturity exceeding two years. The Foundation can invest private funds in
fixed-income securities with a dollar-weighted average maturity not te exceed ten years.

. Credit Risk — Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. The District’s policy tor reducing its exposure to credit risk is to comply with the Act
and related rules. The Act and related rules limit investments in commercial paper to a first tier rating
and investments in fixed-income and variable-rale securities to a rating of A or higher as rated by
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3.

Moody’s Investors Service. Inc. or by Standard and Poor’s Caorporation. The District has no
investnient policy that would further limit its investment choices.

At June 30, 2008, the District and the Foundation have the following investments subject to credit risk:

Credit Quality Ratings

Fair Less than
[nvestment Type Value AAA A A Unrated

Millard School District

Utah Public Treasurer's

Investment Fund (PTIF) $ 5808484 S - % - 8 5,808 484

Millard School District
Foundation:

Corporate equity 24,553 24,553

. Concentration of Credit Risk — Concentration of credit risk is the risk of loss attributed to the

magnitude of a government's investrment in a single 1ssuer.  The District’s policy for managing this
risk is to comply with the Act and related rules. The Act limits investments in commercial paper and
/or corporate obligations to 5% of the District’s total portfolio with a single issuer. The District piaces
no other limits on the amount it may invest in any one issuer. The Foundation can invest private tunds
in certain equity and fixed-income secunities provided no more than 5% of all funds are invested in any
one issuer and no more than 25% of all funds are invested in a particular industry. Also, for the
Foundation's investments in private funds, no more than 75% may be invested in cquity securities and
no more than 5% in collateralized mortgage obligations.

. Custodial Credit Risk — Custodial eredit risk for investmenis is the risk that, in the event of the failure
of the counterparty, a government will not be able 10 recover the value of investment or collateral
seeurities that are in possession of an outside party. The District’s policy for managing this risk is te
comply with the Act and related rules. The District places no other limit on the amount of investments
to be held by counterparties. The Act requires the Foundation's public treasurer to have custody of all
securities purchased or held or deposit these securities with a bank or trust company to be held in
safekeeping by the custodian.

PROPERTY TAXES

The property tax revenue of the District is collected and distributed by the Millard County treasurer as an agent
of the District. Utah statutes establish the process by which taxes are levied and collected. The county assessor
is required to assess real property as of January 1 and complete the tax rolls by May 15. By July 21, the county
auditor Is (o mail assessed value and tax notices to property owners, A taxpayer may then petition the County
Board of Equalization between August | and August 15 for a revision of the assessed value. The county auditor
makes approved changes in assessed value by November 1 and on this same date the county auditor is to deliver
the completed assessment rolls to the county treasurer. Tax notices are mailed with a due date of November 30.
Delinguent taxes are subject to a 2% penalty, with a $10 minimum penalty. 1f delinquent taxes and penalties
are not paid by January 15 of the following year, these delinquent taxes, including penalties, are subject to an
interest charge at an annual rate cqual to the federal discount rate plus 6%%. The interest rate peried is from
January | until the date paid.
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4,

Beginning January 1. 1992, an annual uniform fee based on the value of motor vehicles was levied in lieu of an
ad valorem tax on motor vehicles. This unilorm fee was 1.5% of the fair market value statewide value of the
property, as established by the State Tax Commission. Effective January 1, 1999, legislation required motor
vehicles be subject to an “age-based”™ fee that is due each time a vehicle is registered. The age-based fee is for
passenger type vchicles and ranges frem S10 1o $150 based on the age of the vehicle. The revenues collected in
each county from motor vehicle fees is distributed by the county to each taxing entity in which the property is
located in the same proportion in which revenue collected from ad valerem real property tax is distributed. The
District recognizes motor vehicle fees as property tax revenue when the County collects it.

As of June 30, 2008, property taxes receivable by the District includes uncollected taxes assessed as of January
1, 2007 or earlier. [tis expected that all assessed taxes (including delinquencies plus accrued interest and
penalties) will be collected within a five-year period, after which time the county treasurer may force sale of
property to collect the delinquent portion.

CAPITAL ASSETS

Capital Asset activity for the year ended June 30, 2008 is as follows:

Beginning Ending
Balance ingreases  Decreases Balance
Governmental Activities:
Capital assets, not being depreciated
Land $1,077,692 % - $ - $1.077,692
Water Stock 54.814 - - 54,814
Total capital assets, not being depreciated 1,132,506 - - 1,132,506
Capital assets, being depreciated
Buildings and improvements 45,056,306 21,160 - 45,077 466
Furniture and equipment 5,206,293 349 465 (392,832) 5,162,926
Total capital assets, being depreciated 50,074,531 370,625 (392,832) 50,240,392
Accumulated depreciation for;
Buildings and improvements (21,500,580)  (1,219.965) - (22,720,543)
Furniture and equipment {3,259.358) {378.149) 384,295 (3,249212)
Total accumulated depreciation (24,759.938) _{1,598,114) 388,295 (25.969,757)

Tatal capital assets, being depreciated, net 25,502,661 {1.196.876) {4,537) 24.270,635

Governmental activities capital assets, net $26,635,167 ($1,227.489) _ (54,537} $25,403,141




MILLARD COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

For the year ended June 30, 2008, depreciation expense was charged to functions of the District as follows:

Governmental activities:

Instructional services $ 1,073,456
Supporting services:
District administration 103,831
School administration 103,831
Transportation 282987
School Jlunch services 34,009
Total depreciation expense - governmental activities S 1,598,119
RETIREMENT PLANS

Defined Benefit Plans - The District contribules to the State and School Contributery Retirement System and
State and School Noncontributory Retirement System, cost-sharing multiple-employer defined benefit pension
plans administered by the Utah Retirement Systems (Systems). URS provides refunds, retirement benefits, annual
cost of living adjustments and death benefits to plan members and beneficiaries in accordance with retiremen
statutes,

The Systems are established and governed by the respective sections of Chapter 49 of the Utah Cede Annotated
1953, as amended. The Utah State Retirement Office Act in Chapter 49 provides for the administration of the
Utah Retirement Systems and Plans under the direction of the Utah State Retirement Board (Board) whose
members are appointed by the Governor. The Systems issue a publicly available financial report that includes
financial statements and required supplementary information for the State and School Contribulory Retirement
System. A copy of the report may be obtained by writing to the Utah Retirement Systems, 540 Fast 200 South,
Salt Lake City, UT 84102 or by calling 1-800-365-8772.

Funding Policy. Plan members in the State and School Contributory Retirement System are required to contribute
6% of their annual covered salary (all or part may be paid by the employer for the employee) and Millard County
School District is required to contribute 9.73% of their member’s annual covered salary. [n the State and School
Noncontributory Retirement System the Millard County Schoo! District is required to contribute 14.22% of their
annual covered salary. The contribution rates are the actuarial determined rates. The contribution requirements of’
the Systems are authorized by statute and specified by the Board.

The District’s contributions to the State and School Contributory Retirement System for the years ending June 30,
2008, 2007 and 2006 were $37,888, $33.395, and $35,340 respectively. The Noncontributory Retirement System
contributions for June 30, 2008, 2007 and 2006 were $1,980,729, §1,644,055, and $1,718,226 respectively. The
contributions were equal to the required contributions for cach year,
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Defined Contribution Plan — The District participates in a defined contribution plan under Internal Revenue
Code Section 401(k) to supplement retirement benefits accrued by participants in the Systems. Employees
covered by the State and Schoaol Noncontributory Retirement System have a contribution of 1.5% of covered
salaries automatically made by the District. Employees participating in the Systems can make additional
contributions to the 401(k) plan up to specified limits. Contributions and earnings may be withdrawn by the
employee upon termination or may be used as supplemental income upon retirement. The employer 401k}
coniributions for the years ended June 30, 2008, 2007, and 2006 were $216,051, $180,030, and $200,248
respectively; the employee contributions for the years ending June 30, 2008, 2007, and 2006 were 5426911,
£337,004, and $394.623 respectively. The 401(k) plan funds are fully vested to the participants at the time of
deposit. Plan assets are administered and held by URS.

RISK MANAGEMENT

The District 1s exposed to various risks of loss related to torts; theft of. damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The District has joined with other public entitics in a
commen risk management and insurance program operated by the State of Utah Division of Risk Management.
The District pays premiums to this risk pool, the Utab State Risk Management Fund, for its general insurance
coverage. The poel is self sustaining through member premiums and reinsures through commercial companies for
claims in excess of specified amounts for certain types of risks. The Distriet is subject to a minimal deductible for
claims of the risk pool. The District has purchased commercial insurance for other risks of loss including
employee health and accident insurance. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past five fiscal years.

LONG-TERM DEBT

Long-term liability activily for the year ended June 30, 2008 was as

follows:
Beginning Ending Due Within
Balance Reductions Balance One Year
Governmental activities:
Bonds payable:
General obligation bonds $ - 3 - S 5 -
Deferred amounts for issuance
Premium - - - -
Deferred amounts on refunding - -
Total bonds payable, net - -
Obligations under capital leases 2483250 (1.434,750) 1048500 332.750
Arbitrage rebate payable -
Accrued vacation 5.678 5.678 5678
Early retirement payable 134,179 (70.732) 134,179 16,724
Total governmental activity
iong-term liabilities $ 2.623.107 5 (1.505.482) S [.1[7.625 S 3RA3G
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Payments on the general obligation bonds are made by the debt service fund from property taxes and earnings on
investments. The obligations under capital leases are paid by the capital prejects fund.  Vacation and curly
retirement benetits will be paid by the fund in which the employee worked.

General Obligation Bonds - The District issues general obligation bonds to finance the purchase of major capital
items and the acquisition or construction of major capital facilitics. There were no outstanding general obligation
bonds at June 30, 2008.

The general obligation bonded debt of the District is limited by state law to 4% of the fair market value of the total
taxable property in the District. The legal debt limit at June 30, 2008 15 $72,404,493. There was no general
obligation debt at Junc 30, 2008, resulting in g legal debt margin ot $72.404.493.

Advance Refunding - September 1, 2002 - The District issued $1,935,000 general obligation refunding bonds to
provide resources 1o purchase U.S. Government State and Local Government Series securities that were placed in
an irrevocable trust for the purpose of generating resources for all future debt service payments of $1.850.000 of
general obligation bonds. As a result, the refunded bonds are considered to be defeased and the liability has been
removed from financial statements.

Notes Pavable — During 2003 the District received $150,000 from a non-interest bearing energy loan from the
State of Utah. Repayment is in the amount of 318,750 per vear for the next six years, through the year 2010.

Capital Lease Obligations — During the vear the District entered into a capital lease agreement for total price of
$3,606,000. The lease is with Zions Bank and was used to fund energy retrofit in school facilittes. The lease is
payable in semi-annual interest and annual principal payments through March of 2013, The total payments
including interest are $4,453,012. The future minimum lease payments are as follows:

Year Ended Amount
2009 352,836
2010 480,411
2011 245,785

$ 1,079,052
Less Interest { 68.052)
Total $ 1011600

DESIGNATED FOR UNDISTRIBUTED RESERVE

Utah State law allows for the establishment of an undistributed reserve. The Board of Education must autherize
expenditures from the undistributed reserve. This reserve is for contingencies. According to State law, the
District may not use undistributed reserves in the negotiation or settlement of contract salaries for District
employees. The undistributed reserve may not exceed 5% of the current fiscal year's total general fund budgeted
revenues. Use of the reserve requires a written resolution adopted by a majority vote of the Board filed with Utah
State Board of Education and State Auditor.

GRANTS

The District receives significant financial assistance from Federal and State governmental agencies in the form of
grants. The disbursement of funds received under these programs generally requires compliance with terms and
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10.

11.

conditions specified in the grant agreements and is subject to audit by the District’s independent auditors and
other governmental auditors. Any disallowed claims resulting from such audits could become a liability of the
general fund or other applicable fund. Based on prior experience, District administration believes such
disallowance, if any, would be immaterial.

ECONOMIC DEPENDENCY

The assessed property taxes for Miliard County School District was $10,225,324, Of this amount, 56,291,041
{64%) were 1axes assessed 1o a single taxpayer, the Intermountain Power Agency (1PA).

POST EMPLOYMENT HEALTH CARE OBLIGATION
The district provides post employment health care to qualified retirees for five years after retirement. This benefit

was terminated effective July 1, 2006. The termination does not affect the former employees currently recciving
benefits. The District estimates 1ts heath care obligation is $984,779 as of June 30, 2008,
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MILLARD SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
General Fund
Year Ended June 30, 2008

Variance with
Final Budget -

Budgeted Amounts Actual Pasitive
Original Final Amounts {Negative)
Revenues:
Preperty taxes $ 5203794 $  5.245.150 S 5.281.080 S 35930
Eamings on investments 110,000 140,000 155,328 13,328
Other local sources 631,000 753,521 758,314 4,793
State aid 13,808,980 14,018,894 13,989,562 {29.332)
Federal aid 1,432,625 1,357.795 1,374,505 17,110
Total revenues 21,188,399 21,515,360 21,559,189 43 829
Expenditures:
Current.
[nstructional services 15,056,408 15,311,562 15263808 48.064
Supporting services:
Students 490,782 458,780 457,805 975
[nstructional staft 473,418 462,274 460,307 1.967
District administration 408,002 355,381 390,588 {5.207)
School administration 1,622,650 1,599,875 1.599,079 796
Business 219,980 213,831 213,745 86
Operation and maintenance of facilities 2,740,983 2.658916 2.509,604 149,312
Transportation 1,557,794 1,535.714 1.425.131 110,583
Central 9814 9813 I
Lease payment - - -
Total expenditures 22,570,017 22,636,547 22,329,970 306,577
Excess of revenues over expenditures {1,381 ,618) (1,121,187} {(770,781) 350,406
Other fimancing sources (uses):
Transfer in 1,498,558 1,028,543 1,028,543 -
Transfer out (116,940) {120.000) {119.700) {3HN
1,381,618 908.543 908,843 {300y
Net change in fund balances - (212.644) 138.062 350,106
Fund balances - beginning 667,435 667,435 -
Fund balances - ending % - S 454,791 $ 805,497 % 350,106
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MILLARD SCHOOL DISTRICT
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2008

Special Revenue

Total
Millard Nonmajor
Schoot Non K-12 Student School District Governmenlal
Lunch Programs Activity Foundation Funds
Assets:
Cash and investments S 11,368 S 82,239 S 468,616 3 517,745 $  LO70.968
Receivables:
Other local 308 434,040 - - 434,598
Other governments 73.296 31,148 - - 104 444
Prepaid expenditures - - - - -
Inventory 146,987 - - - 146,987
Due from other funds - - - - -
Total assets % 232,159 b 547,477 3 468,616 3 317.745 § 1.765.997
Liabilities:
Accounts payable % 47,822 ) 09,436 S - S - b 147,238
Deferred revenue: -
Property taxes - 438047 - - 438,047
Other governments 453,376 - - - 45,376
Local sources - - - -
Total liabilitics 03,198 537,483 - - 630,681
Fund balances:
Unreserved:
Designated for schools - - - 483,752 483,752
Designated for compensated absences - - - -
Undesipnated 138,961 9,994 468.616 33.993 651,564
Total tund balances 138,961 9.994 468.616 317,743 11353116
Total ligbilitics and fund balances $ 232,159 5 547 477 3 168,616 S 517,743 S 1.765.997
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MILLARD SCHOOL DISTRICT
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
Year Ended June 30, 2008

Special Revenue

Total
Millard Nonmajor
School Non K-12 Student School District Governmental
Lunch Programs Activity Foundation Funds
Revenues:
Property Taxes 5 - S 463,767 $ - S - S 461,767
Stugent fees - 4,30 1,707,482 - 1,747,782
Lunch sales 454,930} - - - 434550
Earmings on investments 27 6082 - 17336 23,445
Other local revenues - - - 29 204 20209
State aid 185,452 265,778 - - 431,230
Iederal aid 846,457 OR, 468 - - 944,925
Total revenucs 1,486,886 874,195 1,767,482 46.545 4,115,308
Expenditures:
Current:
Instructional services - 04,289 1.666,485 16,513 2,552,289
School lunch services 1,461,123 - - - F 461,122
Totai expenditurcs bdbl, 123 RAY 25y | 666,485 16,5315 4013412
Excess of revenues over expenditures 25,763 5,106 40,997 30,030 101 .896
Other financing sources:
Transfers in {our) - - 427.619 - 427,619
Total other linancing sources (uses) - - 427,619 - 427619
Net ¢hange in fund balances 25,763 3,106 468,616 30,030 529515
Fund balances - beginning 113,168 4,888 - 487713 6{}3 801
Fund balances - ending 5 138,961 S 9,904 ) 468.616 5 517,745 5 1,135.316
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MILLARD COUNTY SCHOOL BISTRICT

SCHEDRULE OF EXPENDITURES OF FLDERAL AWARDS
FOR THE YEAR ENDED JTUNL M), 2008

Foderal Pass-Thru Disbursyiments
Fuderat Grantor: Pass-Through Grantors CFDA Grantor's or
Program Title Numbur Number Fxpenditures
LS. Department of Bducation
Possed Theough tal Stare Depariment of Education
Titde | Grams 1w Local Educational Agencies (Tile [0 A} RHUT0A (8-0%-82 $273.011
Title | Cirants w Local Educational Agencics (Uitle [ A} A10T0A 1)7-414-82 72044
Special Fuucatton_Cranis o States RHU2TA U7-19-73 3183
Spevial Belucation Crrants to States HI027A O8-19-73 623414
Special Education Crants e Sales B4U27TA 05-19-73 8,502
Special Educanon_Preschoot Grans B L73A {#7-32-72 635,320
Special Bducaton Preschool Grans RT3 A [¥1§-52-71 KINE
Special Education Preschool Grants B T3 A 1§-52-73 TR0
Tmprov ing Teacher Quality {Title [E A) 84367 8-74.24 [,200
Improving Teacher Quality ( Title 1, A) %4 367 (R-74-24 148,000
Improving Literacy in The Rural Schools £4.215K E-10-3 8,670
Reading Endorsement Cohort Program B4215K UE-1G-01 143K
Migrant Educaton_Swate Grant Program BHUT1A {}§-15-82 S1LARG
Migrant Educaton_State Grant Program BT A [(¥7-153-82 7105
English Language Acquisition {Tide [T A) 84.365 {}7-73-24 3281
English Language Acquisition { Title [T, A) 84305 {18-73-24 158,249
Safe and Dirug Fee Schools (Titde [V, A) B 1ROHA OR-(H-82 10,122
Technology Titeracy Challenge Fund (Titke 1, £3) B 31K O8-07-82 342K
Innovative Education Program Strategies (Title V1L A) Beb (1EA (15-LH)-R2 3,954
Vocational Education_Basic Grants o States B4 O48A (8-21-43 46,147
Prison and [nstitutions w048 A R-33-32 2,000
Charter School Facilities 8428200 OR-7G-82 1559
Total LS. Department of Education 1,438,028
LLS. Deparument ol Apriculture
Peesserd Pvaveh Criele Srove Departinent
af Fedneation
Federal School Luneh Program 10555 07-53-01 17,0710
Federal Special Assistance Progrm 10,335 U8-42-01 76,434
Federal Schoul Tunch Program 100,335 (7-43-01 BK.G03
Federal Special Assistance Program 10,535 0¥-42-01 377,331
Federal Schaoal Breaktast Program 100533 07-44-01 30750
Federal School Breaktast Program 10533 18-44-01 143,750
Federal Food Commuadities 1330 NiA 110,154
Passed Throwgh Miltard Connny
Fuoaest Reserve 10.665 NiA 19,248
Towal U5, Department oi” Agriculture 85,705
TOTAL EXPENDITURE OF FEDERAL AWARDS £2.323.713



MILLARD SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of Federal awards is a summary of activities related to the
District expenditure of Federal awards. The schedule has been prepared on the same basis as the general
purpose financial statements. Most of the awards are reimbursement based. Therefore, as expenditures of
Federal funds are made, revenue is recognized.

NOTE B - FOOD DISTRIBLUTION

Non-monetary assistance is reported in the schedule at the fair market value of the commuodities received and
disbursed. Ending inventory is reflected in the financial statements as deferred revenue. Ending imventory at
June 30, 2008 15 $45,376.

NOTE € - ACCOUNTS RECEIVABLE
The financial statements include accounts receivable from Federal programs. These receivables are accrued

according to the accrual basis of accounting. The receivables reflect Federal awards that have been expended
by yearend and not yet reimbursed.
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REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Roard of Education November 6, 2008
Millard School District
Deita, UT

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Millard School District as of and for the year ended June
30, 2008, which collectively comprise Millard School District’s basic financial statements and have
issued our report thercon dated November 6, 2008, We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issucd by the Comptroller General of
the United States.

[nternal Control Over Financial Reporting

In planning and performing our audit, we considered Millard School District's internal control over
financial reporting as a basis for designing our auditing proccdures for the purpose of expressing our
opintions on the financial statements, but not for the purposc of ¢xpressing an opinion on the
effectiveness of the District’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control docs not allow management or
ecmployees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there i1s more than a remote likelihood that a misstatement of the entity’s financial statements
that 1s more than inconscquential will not be prevented or detected by the entity’s internal control.
We constider certain deficiencies described in the accompanying management letter to be significant
deficiencics i internal control.

A material weakness 1s a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity's internal control.
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QOur consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internai control over financial reporting that we consider to be material weaknesses,
as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Millard School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material cffcct on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Srandards.

This report is intended solely for the information of management, State Otfice of Education, Utah State
Auditor, Federal and State award agencies and pass-through entities, and 1s not intended to be and should not

be used by anvone other than these specified parties.

GILBERT & STEWART
Certified Public Accownranis
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND
INFTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Board of Education November 6, 2008
Millard School District
Delta, UT

Compliance
We have audited the compliance of Millard School District with the types of compliance

requirements described in the ULS. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major Federal programs for the year ended
June 30, 2008. Millard School District's major Federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs. Compliance
with the requircments of laws, regulations, contracts and grants applicable to each of its major
Federal programs 1s the responsibility of Millard School District’'s management. Our responsibility
Is to express an opinion on Millard School District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Goverament
Auditing Standards, 1ssued by the Comiptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major Iederal program occurred. An audit includes
examining, on a test basis, evidence about Millard School District's compliance with those
requirements and performing such other procedures as we considered nccessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
docs not provide a legal determination on Millard School District's compliance with those
requirements.

In our opinion, Millard School District complicd, in all material respects, with the requirements
referred to above that are applicable 1o each of its major Federal programs for the year ended June
30, 2608.

internal Control Over Compliance

The management of Millard School District is responsible for establishing and maintaining effective
mternal control over compiiance with requirements of laws, regulations, contracts and grants
applicable to
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Federal programs. In planning and performing our audit, we considercd Millard School District's
internal control over compliance with the requirements that could have a direct and material effect
on a major Federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
eftectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
cftectiveness of the District’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normai course of performing
their assigned functions, to prevent or detect noncompliance with a type of compliance requirement
of a Federal program on a timely basis. A significant deficiency is a control deficiency. or
combination of control deficiencics, that adversely affects the entity’s ability to administer a Federal
program such that there s more than a remote likelihood that noncompliance with a type of
compliance requirement of a Federal program that is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a typc of compliance
requirement of a Federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencics or material weaknesses. We did not identify any deficiencies
in internal control over compliance that we consider to be material weaknesses, as defined above,

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented compenent units, cach major fund, and the aggregate remaining
fund information of Millard School District as of and for the year ended June 30, 2008 and have
issued our report thercon dated November 6, 20G8. Our audit was performed for the purpose of
forming an opinion on the financial statements that collectively comprise Millard School District’s
basic financial statements taken as a whole. The accompanying Schedule of Expenditures of Federal
Awards 1s presented for purposes of additional analysis as required by OMB Circular A-133 and 1s
not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, 1s lairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information of management. State Office of Education, Ltah State
Auditor, Federal and State award agencies and pass-through entities, and is not intended to be and should not

be used by anvone other than these specitied parties. Lﬁ)t éM

JILBERT & STEWART
Certified Public Accountanis



MILIL.ARD SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

A. SUMMARY OF AUDIT RESULTS

L.

LA

The auditor’s report expresses an unqualificd opinion on the general purpose financial statements of
Miliard School District.

No reportable conditions were disclosed during the audit of the financial statements.

No instances of noncompliance material to the financial statements of Millard School District were
disclosed during the audit.

No reportable conditions were disclosed during the audit on internal control over major Federal award
programs,

The auditor’s report on compiiance for the major Federal award programs for Millard School District
expresses a unqualitied opinion.

Ne audit findings relative to the major Federal award programs for Miilard School District are
reported in this schedule.

The programs tested as major programs included: Special Education Grants 84.027A and 84.173A.
The thresheld for distinguishing Types A and B programs was $300,000.

Millard School District was determined to be a low-risk auditee.

. FINDINGS - FINANCIAL STATEMENTS AUDIT

None

FINDINGS AND QUESTIONED COSTS - MAJOR AWARD PROGRAMS

None

. FINDINGS AND QUESTIONED COSTS - MAJOR AWARD PROGRAMS - PRIOR YEAR

None
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INDEPENDENT AUDITOR'S REPORT ON
LEGAL COMPLIANCE IN ACCORDANCE WITH THE
UTAH STATE LEGAL COMPLIANCE AUDIT GUIDE

Board of Education November 6, 2008
Millard School District
Delta, Utah

We have audited the financial statements of Millard School District for the year ended June 30, 2008, and
have issued our report thereon dated November 6, 2008, As part of our audit, we have audited Millard School
District's compliance with the requirements governing types of services allowed or unallowed; eligibility;
matching, level of effort, or earmarking; special tests and provisions applicable to each of its major state
assistance programs as required by the State of Utah's Legal Compliance Audit Guide for the year ended June
30, 2008. The District received the following major state assistance programs from the State of Utah:

Mimimum School Programs {SOE)
School Lunch Program (SOE)

The District also received nonmajor grants which are not required to be audited for specific compliance
requirements; (However, these programs were subject to test work as part of the audit of the Millard School
Dhstrict's financial statements.)

Drivers Education

Our audit also included test work on the District's compliance with those general compliance requirements
identified in the Compliance Manual for Audits of Local Governments in Utah including:

Public Debt

Budgetary Compliance

Cash Management

Property Tax

Purchasing Requirements

Other Compliance Requirements
State Retirement System Compliance

The management of the Millard School District is responsible for the District's compliance with all
compliance requirements identified abeve. Our responsibility is to express an opinion on compliance with
those requirements based on our audit.

" We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether material
noncompliance with the requirements referred to above occurred. An audit includes examining, on a test
basis, evidence about the District's compliance with those requirements. We believe that our audit provides a
reasonable basis for our opinion.
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The results of our audit procedures disclosed no instances of noncompliance.

In our opinion, Millard School District complicd, in all material respects, with the general compliance
requirements identified above and the requirements governing types of services allowed or unallowed;
chaibility; matching, level of effort, or carmarking; reporting; and special tests and provisions that are
applicable to each of its major state assistance programs for the year ended June 30, 2008.

This report is intended solely for the information of management. the Board of Education. State Office of
Education, and Utah State Auditor, and is not intended to be and should not be used by anyone other than

these specified partics. /j’

GILBERT & STEWART
Certified Public Accountants



